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Abstract 
The period of 2009 - 2011 in the Czech and Slovak business environment was characterized by efforts to adapt to the new 
conditions in the sustainability of the business. Global crisis is only a thorough test of the business environment state, good 
governance and the proposed strategy (if it is at least suggested in the long-term horizon). Those who were ready can now benefit 
from the crisis, and those who underestimated this topic, may be confronted with problems, often even existential. The data come 
from the second wave of the survey and companies assessed their situation on the market for the period 2009-2011. Survey 
participated 670 companies, of which 240 were within the service sector.  Based on the survey, for the purpose of this article, 
special questions were selected for evaluation so that we can identify better the area and suggest appropriate model EISE about the 
innovative behavior of companies.  
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1. Introduction 
Innovations are crucially linked with the business sphere.  Without the competitive market environment and 
appropriate innovation policy, the enterprises are not able to discover and make the best of new business opportunities 
through innovation (Schumpeter, 1939, Drucker, 2008). Entrepreneurship under non-stable and risky environment, 
brings to entrepreneurs new dimension of skill development – not only high level of professional skills, but multipart 
model of basic managerial skills required for decision-making and risk taking in innovative entrepreneurship as whole. 
Traditional models of innovative behavior cover only few variables like structure of organization, climate, processes 
and leadership without dynamic points such as behavior of elements (Damapour, 1991, Lehman, 2002, Burke and 
Litwin, 1992). Crisis situations and phenomena are naturally reflected in the service sector in the Czech Republic 
during the period of 2009-2011, including tourism, hotels, restaurants, spas and other areas of the tertiary sector, as 
well as financial services, transport and trade. This sector is mainly influenced by the standard of living of the 
population as well as the financial situation, education, social and employment structure of the population and also the 
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degree of culture. Services are not immune to the economic crisis, but much more resistant to these economic 
fluctuations compared with the industrial production (CSO, 2012). 
The purpose of the paper is to examine how important role play skills and knowledge in learning organizations and 
find the answer to the following questions theoretically defined (Kimberley, Cook, 2008): (1) Which factors support 
innovative environment in the organization? (2) Which kind of organizational values must be used to adopt 
innovations, under risk and support learning? According to the review of literature that was carried out in advance of 
any primary research being undertaken, nobody has yet tried to combine this area of values to compare. A detailed 
analysis of the data is still in process but early indications suggest the following results: (1) According this to suggest 
recommendations which could be used in the future as a metrics for innovative spirit evaluation. (2) Finally, we 
believe, that SMEs should be more innovative and competitive when they cooperate, so original output is suggested 
for SMEs preparedness measurement to be a member of innovative network - EISE metrics, based on four pillars 
(Elements, Interactions, Self organization, Emergency), is presented to answer the question of ongoing learning by 
doing and knowledge sharing under networking process in case of innovation oriented entrepreneurs.  
2. Literature Review And Hypotheses  
2.1. Small companies and innovative activities 
Entrepreneurs as individual entities in the market, require resources such as labor, information, skills and capital for 
their businesses. They often use friends or informal contacts to acquire these and to contribute to knowledge 
generation. During a period of economic crisis, the role of the entrepreneur has changed. Entrepreneurship is based on 
decision making in an environment full of uncertainty whilst pushing businesses into an innovative but risky strategy 
application and finally acquiring new knowledge (Nijkamp, 2003). Most of previous studies simply describe the effect 
of new business formation activity on a performance measure with some control variables; however, some studies 
have applied an explicit production function framework. That also contains indicators for the contribution of other 
inputs to growth (Wong et al., 2005, Audretsch et al., 2004, 2006). Monitoring the degree of flexibility can encourage 
greater creativity and focus on strategic planning and management in small and medium enterprises, which is so often 
underestimated. Subsequent delay introducing changes could cause major changes in behavior and may influence the 
ultimate effectiveness of the strategy. 
 Nowadays we deal with changes, which could be managed, mainly with innovations, which assume creative and 
untraditional thinking. New ideas and vision formation, acceptation of all ideas, formation of model situations – that 
all form the basis of change command. Most frequently we are finding the conception – systematic innovation - 
because innovations play basic role in actual economics and social transformation. Above mentioned ways produce a 
very flexible and opened organization, where people will accept and adapt to new ideas and change through shared 
vision. Building a learning organization is a means to become an innovative company. As new outputs, innovations 
may come from new knowledge as well as from the combination of existing knowledge to create innovations 
(Henderson and Clark, 1990), using combinative capabilities.  The strategy is very important because if the innovation 
is not in a line with the strategy and internal environment, the innovation may fail and thus the learning-innovation 
link will not be related to performance. The key determinants of innovation are strategic behavior and market-oriented 
strategy. The organizational and strategic processes, which are have a social character, now replace the technological 
process. The agents of innovation are executives and professional managers rather than technocrats. Those innovations 
need to be guided by corporate strategy that the management tries to control. We can say that strategy must be a well-
known and long developed concept. However, strategic behavior requires understanding of corporate needs today to 
create future value rather than control costs. It requires not only manager's knowledge of their enterprise but also the 
entire economic chain, markets, and present and future competitors (Vlček, 2002).  
Small businesses offer their new services and products on the local market, inspired by original global product, so 
they mostly offer cheaper, home-made imitation of some innovation activity (Pichlak, 2008). In many case studies, 
firms between 10 to 49 employees are proactive in the process of on-going learning and innovative process. They are 
still under the pressure from the market to offer unique product or service to survive and to be competitive. They exist 
qualitative and quantitative barriers to support innovative climate within organization based on owner’s personality, 
financial sources and others competencies which could cause low innovative activity (Ćwik, 2007).  
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2.2. Development of Hypotheses  
According to Pichlak (2008) and Ćwik (2007), there are in the paper, specific tasks to solve: (1) What behavior will 
support innovative behavior of small business?  (2) Pichlak (2008) specified types of innovation – which of these 
should we find in the strategic behavior of small businesses? All factors were taken from previous official national 
research results (CSO, 2012) and previous studies made by Pawliczek and Piszczur (2012) or Rylkova and Antonova 
(2012). Seven questions were asked in order to make a judgment within the extended Likert scale of 0-10, with 0 as 
zero priority and 10 the highest priority. The question about priorities of companies in the field of sustainable business 
and supporting creativity and the innovative spirit in the company was composed of 7 parts: (1) The fulfillment of 
basic human needs (working space, customer and employee satisfaction); (2) The harmonization of the environment 
(3)Optimizing performance (people, processes, products);  (4) Prevention of loss and waste (reduction of current and 
future costs); ( 5) Improving the quality of production; (6) Optimization of resource utilization (labour, raw materials); 
(7) Extended lifespan of products (extending their potential profitability). 
According to this we set up three quantitative based hypotheses to be evaluated in the case of the innovative spirit 
in the service sector. 
H1: Enterprise, which was in the period 2009-2011 in the growth phase, will mainly evaluate their potential of 
business in grades 8-10 (the highest rating) in every area. 
H2: Enterprise, which was in the period 2009-2011 in decline business phase, will mainly evaluate their priorities 
of business in grades of 5-7 (average and higher rating) as a priority to survive in the market in most areas. 
H3: As a final connection to the innovative approach for businesses, if a company invests more than 5%-10% of 
their turnover toward innovative activities, their priorities would provide a higher scale (5 and more) in all areas. 
3. Methodology 
3.1. Research Goal 
In this survey we aim to identify the effect of investment on innovation, strategy preparation and the relationship 
between financial ratios and the performance of the company. To test the propositions, a field survey using 
questionnaires was conducted. 
3.2. Sample and Data Collection 
In this survey we aim to identify the effect of investment on innovation, strategy preparation and the relationship 
between financial ratios and the performance of the company. To test the propositions, a field survey using 
questionnaires was conducted. The questionnaire survey was conducted with owners and managers of small and 
medium size businesses in the Czech Republic (under 250 employees) operating between the years 2009-2011. The 
companies fulfilled the criteria of (1) being designated as small and medium sized companies by their number of 
employees – fewer than 250, and (2) agreeing to a personal visit. Out of the total number of companies (722) entire 
89% fall in SMEs according to the categorization (2003/361/EC). The questionnaire had six sections to describe 
dynamic factors, which influence company behavior; these were strategy performance, crisis and risk management, 
personnel policy, production and innovation, grants and supporting policy and environmental policy. Data obtained 
from questionnaires were analyzed through the SPSS statistical packet program; then we infiltrate companies 
operating in services to test previously mentioned hypothesis. The questionnaire was focused on seven areas of 
interest (51 questions): Strategic Enterprise Management (6 questions), Economic and financial business development, 
risk management (11 questions), Personnel policy of the company (7 questions), Production, Service and Innovation 
(8 questions) Grants and subsidies (4 questions), Energy and material savings and use of renewable resources (8 
questions), Priorities in business sustainability (7 questions). Results were coded using a Likert scale (1-5 for non-
numerical data and extended 0 to 10 in the last section). It is very significant, for a future analysis, divided by 
company size, that the share of respondents in each group is approximately the same. The main focus was on service 
operated business units to describe their innovative spirit. Survey finally participated 670 companies, of which 240 
were within the service sector. The analyzed sample size corresponds to recommended minimum value in probability 
of 0.95, which is 205 (Olaru, Dinu, Stoleriu, Şandru and Dincă, 2010, p.15).   
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3.3. Analyses and Results 
The entire service sector includes trade, catering, accommodation and transportation, banking and insurance, 
business services, real estate services and other services provided mainly by the public sector and household services. 
Traditionally, the services sector is divided into market (business) services, including trade, transport and 
communications, financial services and business services, public and other services, including public administration 
services, education, health and social services. Nevertheless in connection with the innovation activities services can 
be classified differently, either according to connection with the creation of innovative activities or according to 
sources for innovation activities. Due to the large number of companies who have innovated to the highest number of 
services (more than 30% across the whole research sample of 670 companies) we decided to analyze directly the 
service sector. Based on the survey, for the purpose of this article, a few questions were selected for evaluation so that 
we can identify better the area in question and draw appropriate conclusions about the innovative spirit of those 
companies. 
Innovative activities are closely related to the company’s survival in a globalized market and with competitiveness, 
which is specifically reflected in the continuous process of the renewal and improvement of goods and services as well 
as production processes and the economic potential of enterprises. The last question, which united the image of the 
services sector for this article, concerned the priority evaluation in the field of human needs, optimization of efficiency 
in terms of personnel, processes and products, as well as the attitude of the company towards the environment and 
how it contributes to the reduction of current and future costs, including improving the quality of production.  
In this study, the sample consists from 48.7% of limited liability companies, followed by 40.43%  of sole traders 
who slightly exceeded the threshold for representation, other forms not exceeded 10.87% (joint stock companies or 
without answer).  To describe a proper picture of the current situation, we were interested in the average annual gross 
turnover of the period 2009-2011, which shows us that nearly 34% of the companies had an annual turnover of up to 
10 million CZK (Czech crowns), in total 81 companies (nearly 400 000 €; exchange rate 1€ per 25 CZK). On the other 
hand, 75 companies (31.25%) had a turnover up to 1 million CZK (40 000 €). The third main group of 18% of 
companies achieved turnover up to 100 million CZK. In the area of company size, there is significant to mention, that 
in our sample more than 50% of companies stated to have up to 10 employees and 30% of them were between 11 to 
50. Support of innovation spirit is also connected with business cycle of the company. Most were businesses that have 
agreed to be in a growth phase. This phase concerned 39% of respondents. On the contrary, 37% of companies 
claimed that they are in decline. This ambivalence is a very interesting phenomenon and definitely worth it for further 
analysis.  
General business environment of the 21st century is mainly characterized by rapidly changing factors which are 
needed to address. Among the main factors that pushed the growing needs of innovative activities are according 
Rylková (2011), in particular: (1) Shortening life cycles of products and the need to develop constantly new and better 
ones. (2)Technological progress (nanotechnologies) is new opportunities for businesses (3) turbulent market 
globalization and the presence of new competitive threats, which means that missed opportunity becomes threat to 
businesses. (3) Demands of customers (cheap, quickly, high quality).To be able to withstand in competitive 
environment, the company must never interrupt development of new products/services. Therefore, when a product or 
service is successful on the market, innovation, which will replace it, must be worked on. Innovative activities are 
closely related to the firm's survival on a globalized market and with competitiveness, which specifically reflects in the 
continuous process of renewal and improvement of goods and services production, production process and economic 
potential of enterprises. Although it is continuously recommended, how important in volatile market conditions it is to 
innovate, our 240 companies from the service sector obviously do not comply.  Only 35.17% of companies stated that 
1% of turnover is invested to their innovation activities. Another category, 1-5% are not much better, full 29% of 
companies investing in innovations only 5% of their turnover. Innovative activities are closely related to the firm's 
survival on a globalized market and with competitiveness, which specifically reflects in the continuous process of 
renewal and improvement of goods and services production, production process and economic potential of enterprises, 
there was the reason to compare two areas – an investment and revenues from investment (see fig.  1). 
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Fig 1. Investments and Revenues in innovation area in years 2009-2011 
As mentioned above the revenues are balanced with costs of investment in significance level of 1%. It is 
comparable with official statistical data, that usual rate of return ratio in innovation area in service sector is 0.9 to 
1.4% from current turnover, after that the investment isn’t profitable (CSO, 2012). 
To evaluate all the hypotheses we used standard statistical methods such as Chi-square tests and descriptive 
statistics to support the research findings evaluation. Firstly, we computed data distribution, according to the 
hypothesis criteria and evaluated by percentile distribution in the sample. We used two step evaluations under 25th and 
50th percentile evaluation (see fig. 2 and fig. 3). 
Fig. 2.   Hypothesis Evaluation on 25th percentile significance level 
 
These hypotheses divide the sample into three groups – a) decline group (N=88 from 240, 36.67%), b) businesses 
in a growth stage (N=93; 38.74%) and third, a very different group of 64 businesses, who invest between 5-10% of 
turnover (N=64; 26.67% from sample) which includes the same share of growing and declining businesses. The 25th 
percentile means, that 75% of examined business units reach those marks.  In step 1of our analysis, on the significance 
level of the 25th percentile, we can conclude that: H1 must be rejected, because of low marks in 6 areas (below grade 
8), the main priority is the fulfilment of the needs of customers and employees. H2 must be confirmed because 4 
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from 7 areas (57.14%) are in the indicated span. It is true that the priority is not in extending the lifespan of the 
product if they do not know the strategy of the business. There is supporting information for H3 that on this 
significance level we reject the hypothesis, because three areas are significantly below the mean (harmonization, 
resource use and extended lifespan). 
 
 
Fig. 3.   Hypothesis Evaluation on 50th percentile significance level 
 
If we adjust the significance level to median or mean value (so that only 50% of business units could achieve the 
mentioned marks in the hypotheses) the evaluation of all hypotheses would change as follows: H1 will be rejected as 
in the first case, due to low marks in 6 areas,  H2 will be confirmed, in all areas business units achieve the span 
(improvement from 25th percentile) and H3 will be confirmed because all business units evaluate their innovative 
potential above mark 5 (change in comparison with the 25th percentile). 
Secondly, chi-square tests were made, to establish which factors affect the final innovative spirit in all three groups. 
According to the chi-square evaluation we made an illustrative model of preferences in each group and prepared final 
model. 
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*df=2, p<0.05, grey cells - non significant factor according χ2test, N/A= not computed, not significant factor 
 
Innovations in the area of services are easy to copy and the cost and risk must be reduced as it is in the first area 
“cost reduction”. This area is significant for all examined groups. Businesses in a growth stage and innovators have 
another similarity – focus on demand (customers, people). Innovations in services are encouraged by novelty, but it is 
all associated with market acceptance. (Tether, Howells, 2007).Where then is the need to direct future efforts in the 
entrepreneurial sphere? The highest attention must be focused on human resource management (improvement of 
qualifying background, increasing managerial knowledge and ability, not only for technical and technological 
solutions, but also for work organization and management). An increase in cooperation and participation with other 
organizations and institutions is needed, but also the formation of better legislative conditions for innovation endeavor 
support, particularly for small and medium sized enterprises. If you see a few graphs above, very similar percentages 
reflected in the question about the life stage in which the firm was found. Therefore we compared the question what 
value was stated for performance in which growth phase. On the issue of prevention of loss and waste in terms of 
reduction for current and future costs it was evaluated by the degree 5-10 very even and the priority for the company 
may not somehow essential. But the question of improving the quality of production / service was already there and 
31% of companies clearly indicated that it is a top priority for them, but without any statistical significance for service 
sector (see table 1). Final question is what type of innovative cooperation they mentioned in the survey? It will be 
necessary information for the final model. 
 
Fig. 4   Internal and External Sources of Innovations 
 
As could be seen above (fig. 4), small companies believe in their own resources or  they do not have any strategy 
for the future cooperation to support innovative spirit in their local area. For the final integration model McDaniel’s 
(2001) and Sebestova-Rylková (2011) suggestion were used and it was accommodated in the conditions of the local 
environment. If we want to integrate these special types of organizations, we have to accept that in emergency 
situations they may need a different type of knowledge. Market forces provide an ideal environment for creating 
vertical cooperation structures with virtual (IT) support. There are multiple strategies and ways how to coordinate 
services to provide business in a multidimensional business environment. We used the strength sides from the research 
and put them into EISE model (fig. 5). 
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Fig. 5. EISE metrics 
 
We must count on the following main parts of the system: 
x Elements - benefits: practical on any level, could help assessments, enhance behaviour, could be one unit, or 
a department as a part of the Emergency Knowledge Network. For preparedness to postpone non-formal to 
formal cooperation we suggest location quotient. A location quotient is calculated using the equation: 
 
 
 
 
 
 
 
 
 
where “Fi” is equal to the level of the activity in area “i” (Firms, Business units)  and “Ti” is the level of the base.  
 
The summation portion of the calculation is summing up the values for all census tracts in the region (in our case, 
network). If LQ > 1.2 this indicates a relative concentration of the activity in area compared to the region as a 
whole and suggested network should be competitive. 
 
x Interactions - dynamic, maximizing potential shows that the system is still generating new ideas, creates 
added value. 
x Self organization - independently creates an informal relationship between members and could help to 
develop some other “part” of the network. 
x Emergency unit – help line or practice cases suggests more focus on decisions, running continuous learning, 
this is an output of cooperation, it is fundamental, not just a powerful analytical technique. 
 
All of the network members must believe in common values for knowledge management in this field: 
x Everything we do must make sense – in an emergency situation it is important to support a collective mindset 
and pay attention to business survival; we must also interpret the events around the situation. 
x Continuous learning-dynamic model to prevent errors or failing to provide the service. 
x Thinking about the future – generating knowledge about processes, opportunities, payers, interactions. 
x Being active and dealing with unforeseen events, because is it based on a community of practice – work in the 
same branch, learn faster, conversation, new introduction. 
x Effective cooperation in training, competency development. 
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4. Conclusion 
Services have become more manufacturing-like regarding innovations and they are becoming more proactive in the 
innovation process within observed groups. Previous research highlighted the fact that services can play an important 
role in the innovation process and also in vertically integrated networks across the industry (Khazam and Mowery, 
1996; Miles, 2000). Services differ in other areas such as having no existing culture of innovation, (2) no direct focus 
on the innovative process and having project management skills which are very limited (Bessant, Davies, 2007, p.63). 
Services cover a very heterogeneous area, ranging from low volume retailing or services, which are often outsourced 
by large companies (catering, housekeeping services and legal or medical services at a high volume, technologically 
intensive services like telecommunications, banking and insurance). It is very important to understand, that the overall 
approach of one aim fitting every business unit is not true. In the previous analysis we briefly identified the main 
drivers of innovative behaviour across the life cycle theory. Previous experience in Germany supports our study with 
the argument that 57% of their respondents do not have a well-defined innovation strategy, against 19.4 % of non 
innovators in 2008 (Bessant, Davies, 2007, p.89). 
The service is a complex set of tangible and intangible elements where it is needed to recognize the key product. 
Decisive role in increasing the competitiveness of companies (respectively the economy) is played by productivity 
growth. Driving force of the Czech economy seemed to be, also according to this indicator, mainly manufacturing, 
however, the service sector, contributed significantly to this growth - businesses increase productivity not only by use 
of new "hard" technologies, but also the use of modern information systems, modern management methods, efficient 
financial services and other including outsourcing these activities. In today's strengthening trend of economy 
increasing interconnection of industry and services is still apparent.  
Innovation in services and manufacturing is not seen as a separate activity, represented by different characters, but 
as a set of activities leading to the creation of new complex solutions. Services (and innovation in services) and 
entering various stages of the production chain and, together with production activities (and innovations in production) 
adds value in the specific stage of production. 
Finally, it should be emphasized there are limitations of the available data giving evidence of innovation activities 
in the service sector. Available data are still tied to the traditional model of innovative activities related mainly to 
technical innovation in the industry and R & D activities. Characteristics of innovations, way they originate and where 
their barriers are, however cannot be read in detail of the data. 
However, this survey was conducted on firms of Czech Republic; findings might not be transferable to all types of 
organizations. Thus, it is recommended that further researches can be conducted on small-scale organizations and, also 
in different countries for the generalizability of findings.  
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